
lack of jndgsuy. conscu.ws as to the: proper geogJapbic scope-of location portability;511 (3)
substantial JDOdific:atiQn- of~ systmlS aDd~ COt1SlIDIer confusion regarding charges
for calls;512 (4) loss oftbe'ability to ust7-digit djaling scbemes~13 (5) the need [0

resuueture directory assistance and operator services;'s14 (6) coordination of number
assigmnems for both custoIIIer aod netWOrk idemifi.cation;.515 (7) oelWorlc and switching
modifications to handle a two-tiered numbering system:.516 (8) development and
implementation of systemS to replace 1+ as toll identification:.517 and (9) possible adverse
impact on E911 services. 518

177. Several BOCs maintain that the Commission should require location
portability ilJJllM:diarely because currently new entraDIS can serve- larger geographic areas
with a single switch. 519 Some of these parties maintain that the ability of competing
carriers to serve larger geographic areas from a single wire center may increase consumer
demand for location portability, thus giving competing carriers an advantage over
incumbent LECS.520 MCI. SBC Communications. Nextel. and ArcblAirTouch Paging
argue that. if location portability is implemented. it should be limited to me local cailing
area of a wireliDe carrier. 521 MCI further maimains tbu ailowiDg numbers to be
transterred across NPA or state boundaries would negatively affect the numbering
resource because individuals could remove numbers from the NPA by taking such

jll SOC Communications Comments at 6-7; PCIA Comments at 4. 6. See also AT&T Comments at 8
n.ll (advocating location ponability within each exchange); Ameritech Reply Comments at 11-12 (advocaliDg
location ponability on an NPA basiS); PeS Primeco Comments at 5 (same).

;I~ See. e.g., New York DPS Comments at 3-4: Pacific BeH Comments at 27: SOC Communications
Comments at 7.

:13 GVNW Comments at 9-10: US Airwaves Comments at 3.

: 14 GVNW Comments at 9-10: Pacific Bell Comments at 28.

'15 GVNW Comments at 9-10.

516 [d.; ACTA COlDIDeDts at 6.

511 GVNW Comments' at 9-10.

51. NENA Reply Comments at 2.

519 BellSouth Comments at 8; NYNEX Comments at 18 n.19; GTE Reply Comments at 13.

520 SellSouth Comments at 8; NYNEX Comments at 18 n.19; SSC Communications Reply Comments at
6-7.

521 MCI Comments at 23; SBC Communications Commeots at 6; SSC Communications Reply Comments
at 7; Nextel Comments at 5; Arch/AirTouch Paging Reply Comments at 180.63.
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rmmbers to other areas of the COumry.522 In CODttaSt. GSA believes that the greater the
geographic scope of location portability, the more meaningful the consumer benefits. 523

178. While many parnes believe location portability has some value. most
parnes maintain that its implemenwion should DOt delay implemenration of service
provider portability. 524 At the same time. numerous parties. including incumbents. new
entrants. and state commissions, argue that any number portability method adopted by the
Commission should be capable of expaoding to encompass location portability if such
demand arises. 525 GSA. None!, and Bell Atlantic argue that a long-term ponability
method should evemually encompass service and location portability. 526 The National
Emergency Numbering Association (NENA) contends the statutory definition of "number
portability" in its broadest interpretation would limit any requiremem to provide location
portability to the area served by the same central office. 527

179. Pacific Bell and Time Warner Holdings argue that market forces should
drive the development of location portability. 528 Florida PSC. Missouri PSC. ACTA.
Pacific Bell. BellSouth. and Sprint maintain that cum:D1 market demand for locanon
portability is mixed. and depends on such factors as the geographic scope of location
portability and costs of implementation. 529 GSA. on the other hand. claims that demand
for location portability is reflected in the increase in demand for 800 services and by the
demand for 500 services. 530 A number of wireless parties argue that wireless carriers
already provide significant location portability. 531 Finally, the New York DPS maintaInS
that location portability, if limited to a rate center. will avoid the problems of customer

<22 MCl Comments at 23 .

.~ GSA Reply Comments at 7,

'~. See, e.g., ~CI Comments at 22; Telepon COJDIDeDts al 6: Time Warner Holdings Comments at 8-9.

•"-5 see. e.g., BeIlSoutb COlJUDCDts at 8: US West Comments at 4-5: Telepon Coaunems at 6: Ronda PSC
Comments at 5-6: IllinOIS Commerce COIDlDlS5lon Comments at 14: Ohio PUC Comments at 3~.

'~6 Bell Atlantic Comments at 12: GSA Comments at 5-7: Nonel Reply Comments at 1.

m !'lENA Funber Comments at 2. See also 47 U.S.c. § 153(46).

121 Pacific Bell Comments at 3; Time Warner Holdings Comments at 7; Time Warner Holdings Reply
Comments at 7.

129 Florida PSC Comments at 5; Missouri PSC Comments at 1, 3-4; ACTA Comments at 4: Pacific Bell
Comments at 11-12. 26; BeIlSouth Comments at 7-8: Sprint Comments at 19.

5JO GSA Comments at 6.

531 AirTouch/US West New Vector Reply Comments at 7: CTIA Comments at 8-9; Bell Atlantic NYNEX
Mobile Comments at 3.
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confusion. and that the 1996 Act does not prohibit provision of location ponability within
that limitation.sn

180. OPASTCO. SBC Communications. and Nextel argue that location
pottability should only be provided through use of non-geographic numbers. such as 500
services.533 GTE argues that its survey illustrates that customers are not adverse to a one
time number change to a non-geographic number in order to have number ponability. 534

Florida PSC mainraim. however. that location portability aDd 500 services serve different
purposes. with location portability providing the ability to take a phone number when a
customer changes pn:mises. aDd 500 services providing the ability to take a telephone
number to differem locations during the day, week. or momb.. SJ.5

3. Discussion

181. We decline at this time to require LECs to provide either service or
location portability. This decision is not inconsistent with the 1996 Act. which mandate5
the provision of service provider portability, but does not address explicitly service or
location portability. The 1996 Act's requirement to provide number portability is limited
to siwations when users remain "at the same location." and "switch[ ] from one
telecommunications carrier to another," and thus does not include service and location
ponability.536

182. While the 1996 Act does not require LECs to offer service and location
ponability, it does not preclude this Commission from mandating provision of these
features if it would be in the public interest. nor does it prevent carriers from providing
service and location portability, consistent with this Order. if they so choose. We
believe. however. that requiring service or location portability now would not be in the
public interest. As the record indicates. service provider portability is critical to the
development of competition. but service and location portability have not been
demonstrated to be as important to the development of competition. ':}7

532 New York DPS Funber Comments at 2.

m OPASTCO COrDIDeJ1ts at lS-l6; SBC Communications Comments at 7-8; Nextei COlDDlenlS at 4:
Nextel Reply COIlUDeDU at 3. See also Missouri PSC Commenu at 6 (customers who wish [0 lose the
geographic signiticaoce of their telephone number may use a service-specific NPA).

5M GTE Reply Comments at 3.

'35 Florida PSC Comments a[ 5.

j:l6 See 47 U.S.C. § 153(30).

m See supra 11 28. 175.
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183. Consistent with the result advocated by most panies commenting on this
issue, we believe tbat a mandate for service portability is UIIIIeCeSS3lY for several reasom.
First. and most imponamly, requiring carriers to make the necessary switch and netWork
modifications to accommodate service portability as well as service provider portability
may delay implemenration of the latter. Seco~ CODSUlllel' demand for service portability
is unclear. 'I'be record indicates that the benefits of service portability are limited
because the current unavailability of this capability affects only customers who wish to
change their current service to Centrex and ISDN services or vice versa. Since most
non-basic services offered by incumbent LECs are purchased in addition to (not in lieu.
at) basic services, implementation of service portability may actually lower demand for
the alternale services if it raises their prices. 531 lbird, our requirement to provide service
provider ponability does not preclude carriers from offering service portability where
they perceive a demand for it. In fact, our mandate will likely facilitate carriers' ability
to provide service portability. Service provider portability will naturally drive the
provision of service portability because if a user can receive a different service and keep
the same number simply by switebing carriers, service providers will have an incentive to

offer service portability to keep those customers. FiDally, carrier attempts to differentiare
their products from those of other carriers will stimulate changes in services by
customers. regardless of service portability.

184. We also believe that, at this time. the disadvantages of mandating location
portability outweigh the benefits. Our chief concern is that users currently associate area
codes with geographic areas and assume that the charges they incur will be in accordance
with the calling rates to that area. Location ponability would create consumer confusion
and result in consumers inadvenently making, and being billed for. roll calls. Consumers
would be forced to dial ten. rather than seven, digits to place local calls to locations
beyond existing rate centers. In order to avoid this customer confusion. carriers. and
ultimately consumers, would incur the additional costs of modifying carriers' billing
systems. replacing 1+ as a toll indicator, and increasing the burden on directory,
operator. and emergency services to accommodate lG-digit dialing and the loss of
geographic ideDrity.

185. In addition to the disadvantages, the demand for location portability is
currently unclear. 1bere is no consensus on the preferred geographic scope of location
portability. Also, users who strongly desire location ponability can use non-geographic
numbers by subscribing to a 500 or toll fn:e number. Finally, whereas having to change
numbers deters users from switching service providers, we believe that a customer's
decision to move to a new residential or business location generally would not be
influenced significantly by the availability of number portability. Therefore. location
portability will not foster the development of competition to the same extent as service
provider portability.

m See SBC Communications Comments at 8.
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186. We recognize tbat IJeW-eDttaDJS will be able to offer a greater range of
location ponability per switch~ to their DelWOrk an:hiteemre and because they will
generally have fewer cusromas in me area coveral by a switch.539 To avoid the
consumer confusion aDd other disadvamages inberent in requiring location ponability.
however. we believe state regWatory bodies shouid determiDe. coDSi.steDl with this Order.
whetbet' to requiD: carriers to provide location portability. We believe the states should
address this issue because we recognize that "rate cemers" and local calling areas have
been crearc:d by indiVidual stare commissions. aDd may vary from stare to state. To £be
extent rare cemers and/or local calling areas vary from stare to state. the degree of
location portability possible without causiDg consumer confusion may also vary. We
rherefore expect state regulatory bodies to consider the particular circumstances in their
respective locales in determining wbetber to require carriers to implement location
pOl1ability .

187. We recognize that location portability would promote consumer flexibility
and mobility and potentially promote competition by allowing carriers to offer differem
levels of location ponability in a compeUtive Il18DIIe'!". Also. the importallCe that
consumers attribute to the geographic identity of their telephone numbers may change..
and our concerns regarding customer confusion may no longer hold true. For these
reasons. we require any long-term method to have the capability of accommodating
location and service portability if. in the future. demand increases or the burdens
decrease. 540

I. 500 and 900 Number Portability

1. Background

188. Currently. consumers can purchase 500 or 900 services from either local
exchange or interexchange carriers. A coosumer subscribing to 500 service receives a
500 "area code" number that can. be programmed to deliver calls wherever the consumer
craveIs in the United States and in many locations around the world. 900 service is a
calling service providing businesses with a method to deliver information. advice. or
consultations quickly and conveniently by telephone. Individuals calling 500 or 900
subscribers dial 500 or 900 plus a 7-digit number (NXX-xxxx). When a call is placed
to a 500 or 900 service telephone number. the originating LEC uses the NXX of the
dialed number to identify the carrier serving either the owner of the 500 number,· or the

139 We anticipate that a new entrant will employ equipment capable of serving a larger area per 5wilCh,
and serve fewer customers in each area served by one switch. than incumbent LECs do presently. As a result.
one switch of a new entranl could serve all cuscomers in a certain area. while lhe incumbeDl LEC must use IWO

or more sWllches to serve all customers in thaI area. Thus, the new entrant's network would be capable of
geogr:lph:-::tIly lransferring telephone numbers across rate centers of incumbenl LECs.

S"', St>e snpra 1 58.
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business openuiDg tile 980 number service. The LEC then routes the call over the
appropriate carrier's m:tWOrk. 541

189. In the Notice, we tentatively concluded that service provider ponability for
500 and 900 lDJIDbers is beDeficial for cusromers of those services.542 We sought
comment on tbis tallative conclusion and on the COlIS (mooerary aDd nonmonetary) of
making such portability available. 543 With respect to 500 service provider portability, we
sought comment on tile estimated costS of deploying and operating a database solution.
and whether it wouid be teclmically feasible to upgrade the existing 800 database am
associated software to accommodate PeS NOO numbers. S4t We also sought comment on
whether it is feasible (bodl teehnically aDd ecoDOlDically) to provide PeS NOO service
provider portability in a switch-based translation environmem.545 Further. we sought
comment on the following issues raised by the Industry Numbering Committee's (INC's)
pes NOO report: (1) who would be the owner/operator of an SMS administering a PCS
NOO database~ (2) how would that administrator be selected; (3) how would the costs of
proViding PeS NOO ponability be recovered; am (4) by what date should PeS NOO
portability be deployed.546 Finally, we sougbt COIIJIDeII( on the ability of 900 number
portability to lower prices and stimulare demand for 900 services. and on the costs of
deploying and operating the necessary database. 547

2. Positions of the Parties

190. In comments filed prior to passage of the 1996 Act. a majority of parties
argue that consideration of 500 and 900 number portability is premature, as the current

'.\ See A!!'Et!!!Sb Ousa'hng Compaoies et ai. Pemions for Waiver of SecJiQDS 69.4<b) and 69.106 of Put
69 of the Comrmpiop's Rnlp, 9 FCC Red 7873 (Com. Car. Bur. 1994) (500 Access Orden; AT&T Ex P!ne
Lener at 1. from Beuy J. Brady, to Jason Karp, FCC. CC Doctet No. 95-116. filed May l7. 1996 <AT&T
May 17. 1996 Ex Pane Letter>.

1.2 Notice, 10 FCC Red at 12372.

543 ld.

s.. ld. at 12375. The term ·PCS" refers 10 a set of capabilities that allows some combination of personal
mobility, terminal mobility and service profile managemem. In the number ponabilily context, 'PCS NOO· is
used by the INC to include both 500 and other NPA codes. [d. at 12372 & n.57.

~ Id. al 12375-76

,., Id. at 12374.

99



costs of implo'eUla'ion outWeigh any beDefits.S4I- Indeed~ several LECs mainrain- that tile'
Commission should establish a separate docket to address the unique issues raised by 500
aDd 900 service provider ponability. 5"9

191. In comrast. MCI. Citizem Utilities~ Competitive Carriers. Rorida Public
Service Commission. aod some CMRS providers courend that 500 aDd 900 number
portability would beDcfit consumers. aDd that service provider portability for 500 and 900
numbers sboukl.be developed. as long as the-costs are- DOt prohibitive.550 The informatimr
service providers geueraJJ.y agree mat 900 portability should be mandated by the
Commission as soon as possible to increase competition for information service provider
traffic among IXCs. and to offer a more efficiem and broader range of information
services. 55l

192. Interactive Services. MCI. and Teleservices maintain that the roll free
database can be modified to include 900 munbers at relatively modest cost. and that the
implementation and administration of toU free DUIIlber' portability would provide a model
for 500 and 9OOnumber-portability.5S2 Bodl'Imeraaive Services and MCI note-that
parties have failed to provide relevant cost and beDefit data in the· record of this
proceeding, and urge the Commission to require parties to submit data concerning the
rotal costs of implementation and operation. 553

193. Ameriteeh states that updating the existing toll free platform to suppon 900
numbers is technically possible. but would require extensive systems modifications. 55"

Ameritech also states that it would be technically and economically infeasible ro provide
PCS NOO portability in a switch-based translation environment due to the memory

;4& see. e.l.. Amenteeb COIDJIICII1S at 13: AT&T ConpiCDIJ. at 3~; Ohio PUC RepAy Comments at 8:
TelcmaDon COlllllM!l1ts a12-J (900 number portability IS lDCOIISisIeDt with Telephone Disclosure aDd Dispute
Resolution ACl).

;49 See. e.g., Ameriteeb Comments at 13: Bell Atlantic Comments at 23-24: USTA Reply Comments at
12.

550 See. e.g., MCI Comments at 24; Citizens Utilities Comments at 18; Competitive Carriers Comments at
23: Florida PSC Comments at 9: ArcbJAirTouch Paging Comments at 6 & 0.9. 17-18.

551 Interactive Services Comments at 2-3; Interactive Services Reply Comments at I, 6: MCI Comments at
24; Teleservices Comments at 5_

5S2 Interactive Services Reply Comments at 3-4: MCI Comments at 27-28; Teleservices Comments at 7-9.

m MCI Comments at 31-32; Interactive Services Reply Comments at 4.

554 Ameritech Comments at 15_
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capacity limitatiODS aud tile operational issues associated with updating the routing
tables.m Bell Atlantic stateS that it may be tectmically feasible to upgrade the existing
toll free database to accommodate 500 aDd 900 munbers. but this would require extensive
system c.baDges. 5S6 NYNEX supports implementation of service provider ponability for
500 numbers as proposed in the INC Repon on PeS NOO Portability, which sets fonh a
four-year impleweiUabon scbeduJe.m USTA argues dIat 500 IDlDlber portability can best
be provided through a national. centralized database. similar to the toll free database. and
notes that a 900 DIIIIlber portability solution may not be able to utilize the same platform
as that contemplated for 500 number ponability because of the differing SmJetUreS of the
services associated with 900 number services. 5s8

194. Only two parties addressed the issue of 500 or 900 ponability in comments
filed after passage of the 1996 Act. Interactive Services asserts mat the 1996 Act
requires LEes to provide service proVider ponability for 900 numbers when technically
feasible. and that the record in this proceeding demoDStl'ateS that long-term service
provider ponability for 900 numbers is teChnically feasible. 5S9 Interactive Services did
not comment on wbedIer service proVider ponability for 500 llIJIIIbers is technically
feasible. BeUSouth states that the 1996 Act is silent with respect [0 me ponability of
non-geographic numbers. 560

3. Discussion

195. Section 25l(b)(2) of the 1996 Act requires all LEes "to provide. to the
extent technically feasible. number ponability in accordance with requirements prescribed
by the Commission. "561 Section 3. in tum. defmes number portability as "the ability of
users of telecommunications services to retain. at the same location. existing telephone
numbers . when switching from one telecommunications carrier to anomer. "561

:33 [d. See also NYNEX CoDllDelltS at 19 (eXisting switched-based solution that provides 900 service
today IS not easily transferable [0 a ponable architecture)

5,. Bell Atlantic COlIIIIII:Dts at 23.

5S7 NYNEX CommeDcs at 19. see also Pacific Bell ColIUIM!IIh at 23 (implementation of netWork to suppan
500 ponabiliry will require additional work as detailed in INC Repon on PeS NOO Ponability).

m USTA Comments at 11-12.

~39 Interactive Services Funher Comments at 2-4.

560 BellSouth Funher Comments at 3.

;61 47 U.S.C. § 2SI(b)(2).

562 47 U.S.c. § 153(30).
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196. Wbile- both· LEes and ina:texmmge. carriers are: able- to provide 500 and·
900 services. such. services are more freq~provided by IXCs. 563 LECs, to date.
have offered reJatively few 500 aDd 900 s=vices branse me Bell Operating CompaDi~..
which serve over 76 percent of the nation's access lines. were precluded from offering
imerLATA services UDder the Modification of Final ]ndgmem.564 and therefore could
offer 500 ami 98l} services only on an iDIraI...ATA basis.565 Conversely, 500 and 900
imerLATA servic:cs. which account for most of the 500 and 900 numbers. have. up UDIil
now. been exclusively provided by IXCs. Thus. most users of 500 and 900 services
obtain their numbets from IXCs. and not from LECs.

197. Although the staDlte does not define specifically the numbers that must be
portable. the StaD1le on its face imposes an obligation to provide IIIIIIlber portability only
on LECs. 566 Because the StaDlte's directive to provide munber portability applies only to
LECs. IXCs are not obligated UDder the 1996 Act to participate in making their numbers
portable when their customers wish to move their numbers to anotber IXC or any other
camer offering 500 or 900 service.567 In the case of 900 service, the "user" of the
teiecommunicalioD& service tha1 w8111S to keep ia ngmhe:r:: w8en. swiu:hing.carriers is die
business that is offering a 900 service, nor the- end user tba1 is purcbasing the informatimr
service from the 900 service provider. A 900 service provider typically purchases
transport from an IXC and uses a 900 number assigned to that IXC to offer its service.
As a consequence. if a 900 service provider wishes to retain its number when switching
from one carrier to another. the IXC (and not the LEe that provides exchange access to

the IXC) is the pany that would have to release the management of the number in
question. Likewise, 500 service today is offered exclusively by IXCs. which have blocks
of 500 numbers assigned to them for this purpose. When a 500 customer wishes to
switch from one carrier to another, the IXC providing the 500 service (and nor the LEe

'6J See Long Distance Camer Code AssJgPlDents, lndustry AnaJYSlS DiviSion. Common Carner Bureau.
Federal COlDDlumcaDODS Commission (Jan. 19%) at 23.43 (as of September 30. 1995. tbe BOes. ID me
aggregue. were assigned 37 central. office codes for 900 nUlDbers. wbiJe 1DlerexdlaDge earners were assi~
321. Similarly. tDe BOCs were asllgDIld 26 ccmra1 office codes for 500 numbers. wbile ail other Ammcan
eamers. ID me aggregue. were assigned 372).

564 See United SWes v. Western Bce. Co.• 552 F. Supp. 131 (D.D.C. 1982), affd sub nom. MaryA. v.
United States, 460 U.S. 1001 (983); United St,res v. Western Elce. Co., 569 F. Supp. 1057 /D.D.C. 1983)
(Plan of Reorganization), atrd sub nom. Califonl1a v. Uniled S!!fS. 464 U.S. 1013 (1983); see also United
States v. Western ace. Co., Civil Action No. 82-0192 (D.D.C. Apr. 11, 1996) (vacating the MFn.

5M Under the 1996 Act. BOCs now may provide interLAT A services that originate outside of their in
region states. and may in the future proVide in-region JDterLATA services upon our finding that they have met
I.he requirements of secuon 271.

566 See 47 U.S.c. § 251(b)(2).

567 As noted in the 500 Access Order, 500 service providers may include IXCs, cellular cull/pames,
enhanced service providers, and possihly even LECs. 9 FCC Rcd at 7873.
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that provides exchange access to the 500 service provider) would have to relinquish the
munber in question to the competing carrier. TIms, as a practical matter. ponability for
the vast majority of 500 and 900 numbers can occur only if the IXC releases to the new
carrier managemem of the assigned 500 or 900 number that is to be poned.

198. We recognize, however, that LECs increasingly may offer 500 and 900
services themselves in the furore. To the extem they do. we conclude that those LECs
would be obligated under the 1996 Act to offer number portability for their own 500 and
900 numbers to the extem "technically feasible." We believe we have insufficient
evidence in this record to determine whet.ber it is teChnically feasible for LECs to proVide
portability for their own 500 and 900 numbers. Neither the INC nor state number
ponability task forces have addressed the issue of 500 and 900 number ponability. 568

The record developed on this issue largely predates passage of the 1996 Act.S69 and as a
consequence, few parties have focused on this issue. No parry to this proceeding has
suggested that any of the currently available methods. such as RCF or DID. or any of the
long term methods currently under consideration, such as LRN. could be used to provide
portability for non-geograpbic iJUiDbm. rn-ad. the parties that addressed chis issue
suggest that the current toll free database potentially could be modified to accommodate
500 and 900 numbers, but note that a host of major technical issues would need to be
resolved. 57o The only parry to this proceeding that argues that the Commission is
required under the 1996 Act to mandate service provider ponability for 900 numbers.
Interactive Services, fails to address the fact that the statutory obligation to offer number
ponability falls only on LECs. and not on other carriers that offer 900 services. No
pany has addressed the technical feasibility of modifying the existing toll free database to
make only those 500 and 900 numbers that are assigned to LECs portable. We.
therefore. direct the INC to examine this issue, and file a repon with this Commission
wirhin twelve months of the effective date of this order addressing the technical feasibility
of requiring LECs to make their assigned 500 and 900 numbers portable. whether it be
through modifying the existing toll free database or through another system. Upon
receipt of this repon. we will taU appropriate action under the 1996 Act.

561 See, e,g., INC Repon; CA LNP Task Force Repon.

569 Only two panies that filed comments in response to the Bureau's March 1996 Public Notice addressed
the issue of 500 or 900 ponability. See BeIlSouth Funher Comments at 3; Interactive Services Funher
Comments at 2-4.

510 See, e.g., Ameritech Comments at 15; Bell Atlantic Comments at 23; NYNEX Comments at 19;
Pacific Bell Comments at 23-24; USTA Comments at 12.
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IV. FUR"I'BEk NOTICE OF PROPOSED RULEMAKING

A. Long-Term Number Portability - Costs and Cost Recovery

1. B8ckgr0uDd

199. In die Notice, we requested COJDII'U:Dt on appropriate cost recovery
mechanisms regarding long-term number ponability.571 We also sought commem. data.
studies, and otber iDfomJation on me costs associated with designing, building, and
deploying long-term IUDlber portability.S72 Section 2S1(e)(2) of the 1996 Act requires.
inter alia, that the: costs of IlUIIlber ponability be borne by all telecommunications carriers
on a competitively neuual basis.m

2. Positioos of the Parties

200. In.tespoDSe [0 tbe July Nnriq, maay parties assert tba1 die cOsts of number
portability cannot be esrimarect until the industry adopts a particuW' arcbit.eetUre. 574

While the incumbent LEes generally urge the Commission [0 continue co gather
information concerning the potential costs and impacts on existing networks from ongoing
state activities, a few panies offer rough estimates regarding the COSts of implementing
long-term number ponability. We note that many of these estimates assume a significant
level of location ponability. 57S

201 . The incumbent LEes generally assen that the costs of providing long-term
number portability should be borne on a "competitively neutral" basis by those carriers
that cause or benefit from number portability. 576 They assen that specific cost recovery
mechanisms cannot be established until a better understanding is developed regarding now

<71 Notice, 10 FCC Red at 12367-68.

~72 (d. at 12368.

m See 47 U.S.C. § 251(e)(2).

574 See. e.g., Bell Atlantic Comments at 16; MCI Comments at 19-20; Michigan PSC Staff Reply
Comments at 3.

575 See. e.g., Cincinnati Bell Comments at 9 (citing Ameritecb's testimony before Michigan PSC
estimating $50-60 million for the Chicago LATA); GTE Comments at Attachment A (estimating $1.65 billion to
Implement method such as LRN nationwide).

;76 See, e.g., Bell Atlantic Comments at 21; Cincinnati Bell Comments at 10; NYNEX Comments at 21-
22.
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number portability sbouJd be provided~S'T7 Ameri~ however, proposes a cost recovery
stl'UCDll'e with:dRe ~ories of COlIS: (1) adJoin-alive aDd overbead costs for
SMS/darabaws - to be- recovered from all providers: (2) costs directly assignable to
number portability deployment - to be recovered from all LECs, both incumbenrs aDd
new emrams. in ptuponion to the amounl of teJepbone IBIIDbers tbat each has transfem:d
to its switcbes; aud (3) costs incurred to increase the capacity of existing infrastructure 
[0 be bome mostly by iDcumbem LECs.m Some iDcumbent LEes also contend that the
costs of deployiDg long-term number portability sbouJd be allocated between state aDd
federal jurisdictioDs.S19

202. Most other parties generally comeud that all telecommunications carriers
and their customerS should bear the costS of long-term number portability because they all
benefit from the service and price competition stimulated by portability. 580 Non-LEC
panies generally contend that carrier-specific costs incurred in adapting existing systems
to long-tenn number portability should be recovered. like other network upgrades such as
AIN and 557, tbrougb tariff and comract ma:hanisms.5I1 Sprint and AT&T advocate
implementing portability on a region-by-region basis (witb costs amortized over several
years) to minim= i.Dcumbem carriers' greater burdeDs for upgrading existing
networks. 58Z Several patties also contend that the external costs of long-renn number
ponabiliry, i.e., the costs of designing, deploying, and operating facilities common to all
carriers. should be sbared equitably among all affected carriers. 583 Panies offer several
different methods of allocating costs among the relevant carriers. 584

5TI BellSouth Comments at 55-56; BellSoutb Reply Comments at 21; Pacific Bell Comments at 14.

<18 Ameritech Reply Comments at 5-7; Ameritech February :: 1. 1996 Ex Pane Filing at 17.

'1<1 Ameritech Comments at 6: USTA Comments at l3.

'IJD See, e.g., Ronda PSC CommenlS at 7; PCIA COI"me1ll5 at 10: Users COlDIDlttee R~ty COIDIIIeDts
.It 4.

'81 See, e.g., Competitive Cuners COtl1lDellts at 21; Gencrat CommuniC3lion Comments at 5-6; GO
CommumcanoDS Reply Comments at 8-9. See aJso Telepon Reply Comments at 8-9 (arguing [bar requiring
earners to bear their own internal costs would eDCOurage them to minimlU COSts).

512 Sprint Comments !II 12-13; AT&T Reply Comments at 23.

113 CitizeDs Utilities Comments at 10-11; sse ColDlllUDications CODllDCDts at 24; PageNet COlDJIIeDts at

13.

5.. See. e.g., Ameritech Reply Comments at 7 (per-query basis); US Airwaves Comments at 7 (charges in
proponion to size of carrier's customer base); GO Communicalions Reply Comments at 8-9 (transaction or per
query basis); MFS Comments at 13 (surcharge assessed per active telephone); NYNEX Comments at 21 (costs
allocated based on differing benefits derived from ponability); Scherers CommuniC3lions Comments at 3
(database costs distributed based on usage, like toll free database); Telepon Reply Comments at 9-10 (surcharge
per local access line, assessed monlhly or annually); USTA Comments at 15 (one-time per-line charge to switch
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203. After passage, of die 1996~ aDd in response to the. March Public No.
several parties addressed tbe meaning of da st8ftJ'Ol'Y language "competitively' neuuaJ" as
set fonh in section 2S1(e)(2). Aweiirech asserts that this standard requires. that all COSbr

be allocated to all telecommunications carriers on a basis that is independent of who
incurred the cost or who uses ponability. aDd tbat gives DO competitor an adVantage.51S

Ameritech criticizes proposals that would limit or exclude recovery of costs incurred by
incumbent LEes or allocate costs based on lines. 586 BellSouth urges the Commission to
consider the types of infrasttuaure costs that all classes of carriers will bear in
implementing number portability, not just incumbent LECs. in order (0 avoid imposing
large fmancial burdens on any particular ciass of carriers. especially those not required to
participate in portability.587 GTE aDd Pacific Bell argue tbat requiring each carrier to
bear its own costs would result in incumbent LECs paying most of the implementation
costs. which is not competitively neuaal.S.

204. In contrast. ALTS. Omnipoint. and Cox maintain that competitive
neutrality requires each carrier to bear its own costs. aDd. that no carrier should be
required to pay for upgrades to amtber carrier's nc:tWOrk.589 Moreover. Cox argues tI.r
incumbent LEC proposals to require that the new emrants bear all number portability
costs are not competitively neuaal because it would unreasonably burden those carriers. 590

In addition. Cox asserts that. because new entrants will begin providing service at
different times, it would be difficult to allocate costs on a competitively neutral basis
unless each carrier bears its own costs of implementation.591 Omnipoint asserts that

earners plus per-query charge for database access).

'11:5 Ameriredl Further Reply Connnenu aI 7-8. See aiao Pacific Bd1 Funbel' Reply Com,"""s aI 8.

51' Amentecb Funber Reply Conunen's aI 7 & n.l8.

;r7 BeJlSowh Funher Reply Commenrs aI 8.

5U GTE Further Reply Comments aI 7: Pacific Bell Funber Reply Comments at 8. See also USTA
Funber Reply Comments at' 8-9 & n.5 (also noting tbal Section 2S2(d) contemplates tbal CLECs may pay
incumbent LECs for operating, signalling, routing, billing, or other admjnjstrative suppan sYStems).

519 ALTS Funher Comments at 6-7; Cox Funber Reply CommentS at 5-6; Omnipoint Further Comments
at 8.

5\10 Cox Further Reply Comments at 5. 6.

591 Cox Further Comments at 5-6 & n.5 (Cox also Dotes that the new entrant's cost per customer to
upgrade to suppan number portability is likely to be higher than an incumbent's because the software and much
of the hardware will cost the same amount regardless of how many customers are being served).

106



requiring carriers to compensate other carriers with less efficient systems and networks is
competitively unfair.591

205. US West advocates permitting LECs to recover their costs using a per-line
surcharge. claiming that all carriers are emitled to recover their implememation costs
under the 1996 Aet.S93 GTE suggests establisbmem of a "cost pool." under which each
subscriber would be assessed an amount. regardless of which carrier it used. 594 Bell
Atlantic claims that allowing incumbent LECs to recover their costs only from meir
customers. aDd not from other providers. is not competitively neutral because costs would
be recovered only from those end users who do not use or benefit from portability, aDd
higher incumbent LEC rates would encourage their cusromers to switch providers. 595

USTA cautions that not permitting carriers to recover their costs through separate charges
for number portability will result in an across-me-board increase in local rates. which. for
incumbent LECs. must be approved by state regulators. 596

206. In contraSt. MFS maintains that the competitive neutrality requirement does
not apply to end users at all. but rather requires an analysis of charges assessed to other.
competing telecommunications carriers. 597 Teiepon argues that number portability costs
should not be recovered from customers mrough a number portability surcharge. as such
charges would deter customers from transferring their numbers. 598 Cox asserts mat
GTE's pooling argument is not competitively neutral because it would create incentives
for incumbents to inflate costs. 599

207. MFS argues that the competitive neutrality standard in the 1996 Act
requires that only me shared/common costs be borne by all telecommunications carriers,

'T.! Ommpomt Reply CommeDls at 8: Ommpomt Furt.ller CommeDls at 8.

;9) US West Further Repty COl11lDeDts at 7-8. See atso PacIfic Bell Further Repty Comments at 8-9
(assemng that the Comuusslon need only adopt the basiC contours of the cost recovery mechamsm by August 8.
1996, to discbarge its section 25l(e)(2) obligmioDS).

59t GTE Further Reply Commems at 8.

595 Bell Atlantic Funber Reply Comments at 5.

5lJfl USTA Furt.iler Reply Comments at 9.

597 MFS Furt.ller Reply Comments at 6.

5911 Teleport Furt.ller Comments at 5.

599 Cox Further Reply Comments at 6 (also noting chat incumbems will be able to reduce com by taking
advantage of unused capacity. while new entrants will have to build their networks from scratch).
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and tbat such allocation should be done based on net revCID:S. 6OO It DOtes that all
te!ecmlilJlmricatioDS users should not be i.nrapreu:d to mean only a segment of the
market. a single class of carriers. or a single class of customers. 601 MFS fu.rtJJer argues
I:bat the shared/common costs could be recovered from each carrier's customer base. but
not from other carriers in [be fonn of iu:reased charges. 60Z TRA contends that section
251(e)(2) comempJares a competitively fair diJlribution of the common costs associated
with number portability among only those carriers engaged in [be provision of local
exchange/exchange access services, not a general levy on all telecomJDImications
providers. 603 Teleport and Time Warner Holdings propose similar cost recovery
mechanisms to MFS. but argue that the sbared COlIS should be allocated based on the
number of liD:s served. rather than net reveDUeS. 6Ol ALTS argues that. in order to
expedite the implemeDWion of number portability, sharedlcommon costs ~, costs
associated with the number portability database(s» should be recovered by a third pany
from all carriers on a per line basis. but notes that there is considerable economic logic in
recovering such costs according to net revenues. 605

3. Discussioa

208. We tentatively conclude tbat three types of costs are involved in providing
long-term service provider portability: (1) costs incurred by the industry as a whole.
such as those incurred by the third-pany administrator to build, operate. and maintain the
databases needed to provide number portability; (2) carrier-specific costs directly related
to proViding number portability ~, the costs to purchase the switch software
implementing number portability); and (3) carrier-specific costs not directly related to
number portability (s.:.&..., the costs of network upgrades necessary to implement a
database method). We seek comment on this tentative conclusion and ask whether other
types of costs are involved in the provision of long-term service provider number
portability .

(lID MFS Funher Comments at 4-5. see also Omnipoint Funber Comments at 9 (assening that common
costs should be shaRd by competitors). But see Bell Atlantic Funher Reply Comments at 6 (assening that
while revenues should include payments from CODSUJDeI'S. they should DOt exclude any paymeDtS thaI carriers
pay out to other carriel'!). .

1lO1 MFS Funher Comments at 5.

I£f2 Id. at 7.

6lB TRA Funher Reply Comments at 7-8.

606 Teleport Further Comments at 6; Time Warner Holdings Further Comments at 9.

IJQ5 ALTS Funher Comments at 7 n.5.
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209. New section 2Sl(e)(2) of the Communications Act requires that the costs of
establishing "number portability be bome by all telecommmrications carriers on a
competitively neutral basis as determined by the Commission. ··606 We tentatively
conclude that the "competitively neutral" standard in section 251(e)(2) applies only to
number ponability costs, and not to cost recovery of carrier-specific. non-number
portability-specific costs. such as upgrades to SS7 or AIN technologies. This
interpretation is bome out by the plain language of the SWUte. which only requires that
teiecommunieatiom carriers bear the costs of number portability. We also tentatively
conclude that section 251(e)(2) does not address recovery of those costs from consumers.
but only the allocation of such costs among carriers. We seek comment on these
tentative conclusions. We also seek comment on the meaning of the staUltory language
"all telecommunications carriers" as that term is used in section 251(e)(2). We further
seek comment on whether the Commission has authority to exclude certain groups of
telecommunications carriers from the cost recovery mechanisms for number portability,
and.. if so. which carriers should be excluded.

210. In determining the cost recovery mechanism for currently available number
portability measures. we set form principles with which any competitively neutral cost
recovery mechanism should comply. Specifically, we required that (I) a competitively
neutral cost recovery mechanism should not give one service provider an appreciable.
Incremental cost advantage over another service provider. when competing for a specific
subscriber; and (2) a competitively neutral cost recovery mechanism should not have a
disparate effect on the ability of competing service providers to earn a normal return. f:J'J7

As in the case of currently available number portability measures. we believe that these
principles equally apply to the allocation of costs incurred due to the implementation of
long-term number portability. We. therefore. tentatively conclude that any long-term cost
recovery method should comply with these principles. We seek comment on this
tentative conclusion.

211. In the above Report and Order. we con:lude that any state that prefers (0

develop its own stateWide 11U1I1ber portability database rather than participate in a
regionally deployed database may "opt out" of the national database plan and implement a
state-specific database. Pursuant to the requiremem of section 251(e)(2) that number
portability costs be bome by all telecommunications carriers on a competitively neutral
basis as determiD:d by this Commission. we must establish pricing principles that are
applied consistently to all carriers. Consequently, we tentatively conclude that the pricing
for state-specific databases should be governed by the pricing principles established in
this proceeding. We believe the use of our pricing mechanism -- even in states that opt
out of the regional database system -- will help to maintain consistency between states.
thereby improving the likelihood that competition will develop nationwide.

606 47 U.S.C. § 251(e)(2).

tD1 See supra " 131-135.
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a. Costs of FadUties Shared by All Carriers for the
Prmision-of Number PadabiII&y

212. The costs of facilities shared by all telecommunications carriers for
providing long-term ownber portability inchJde, for example, the costs of building and
administering regioual databases. We seek C()IDIIICDI on wbetber the dalabase
administrator(s) selected through the NANC should recover the costs of facilities shared
by all telecommunications carriers for the provision of long-IeI'ID. number portability
through a charge assessed only on those carriers usiDg the databases or on all carriers
whether or not they use the databases. We note that if a regional databue consists only
of the SMS, usage would consist of uploading and downloading IIUIDber portability
routing information. However, to the extent a.darabuc architeeture is chosen that utilizes
an SMS/SCP pair. usage additionally may include carrier queries to the regional SCP for
purposes of providing routing instructions to carriers for individual calls. We seek
comment on whether such costs. if recovered. from all carriers, should be recovered on a
nationwide or regional basis. and how they should be recovered. on such bases. To the
extem such costs axe recovered on a .nationwide basis, aDd multiple entities are selected to
administer the regional databases, we seek COilllnent OD whether either one of the newrat
third-party administratOrs or a separate entity should be designated to allocate the
aggregate costs among each telecommunications carrier and determine the method by
which such payments should be made.

213. With regard to those carriers responsible for bearing the costs of the shared
facilities, we tentatively conclude that the recovery of the costs associated with these
databases should be allocated in proponion to each telecommunications carrier's tota!
gross telecommunications revenues minus charges paid to other carriers. We believe that
the use of gross telecommunications revenues to allocate costs best compons with our
principles for competitively neutral cost recovery set forth above. As we indicated in our
discussion of currently available number ponability measures. such allocator would not
give any provider an appreciable, i.ncrememal cost advantage over another service
provider. nor have a disparate effect OD tbc ability of competing service providers [0 earn
a normal remrD. 6OI In addition. gross telecommunications revenues are the least
dislonionary, among practical applications, of allocating costs across telecommunications
carriers. 609 We also believe it is appropriate to subttaet out charges paid to other
carriers. such as access charges. when deIermin.ing tbc relevant amount of each carrier's
telecommunications revenues for purposes of cost allocatiOD. This is because the
revenues attributable to such charges effectively would be counted twice in detennining

IlO9 The best method of allocating costs across carriers is economic profits. However. economic profits are
not the same as accounting profits and as a practical matter are not measured. The second best alternative is
gross revenues. David N. Hyman. Public Finance: A Contemporary Application of Theory to Policy 474-476
(2d ed.. The Dryden Press 1987).
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the relative III.IIDber portability costs each carrier should pay - once for the carrier paying
such charges aDd once for the carrier receiving them. 610 As we concluded in the above
Repon and Order, aDd as Congress bas determined in the 1996 Act. munber pottability
will benefit all telecommunications carriers and users of telecommunications services
through incn:ased competition. 611 We believe that a reasonable, equitable, aDd
competitively ueutral measure of such beDefit is each telecommunications carrier's gross
telecommunications revenues minus cbarges to odler telecommunications carriers. We
seek comment on whether this proposal for recovery of the costs associated with regional
databases compons with the standard set folth in section 251(e)(2). and whether there
exist alternative ways of allocating this type of cost among the relevant carriers.

214. We currently require the NANPA to recover the costs of administering the
:'-lANP. and operating databases to perform such administration. from all
telecommunications carriers. The recovery of these costs is allocated among all
telecommunications carriers based on the carriers' gross revenues. 612 In our recent
Interconnection NPRM, we tentatively concluded that we need not rake any funher action
to comply with section 251(e)(2)'s 1TI8DdIte that the cost of establishing
telecommunications numbering administration arrangementS be borne by all
telecommunications carriers on a competitively neutral basis. in light of the action taken
in the Numbering Plan Order. 61.3

215, With the implementation of long-term number portability measures. all
carriers. inclUding currently regulated incumbent LECs. will incur costs specific co the
deployment and usage of number portability databases, Therefore. we seek comment on
whether incumbent LEes should be able to recover their ponion of the costs of facilities
shared by aJl carriers in providing long-term number portability from their end users or
from other carriers. and whether the Commission should prescribe the panicular cost
recovery mechanism. To the extent panies argue that such costs should be recovered
from odler carriers. we seek comment on whether such carriers should include all
telecommunications carriers. sucb as other local exchange providers. CMRS providers.
IXes. and rescUers. or only those carriers ttIat have received ported numbers. In
addition. assuming that we prescribe a panicular recovery mechanism, we ask parties to
identify alternative ways carriers may recover this type of cost from carriers (or end
users).

610 g.. AI"""!!!!! aDd CoUeqioa of Regularory Fees for Fiscal Year 1995, Price Cap TreauDeu[ of
Regulatory Fees 1mDosed by Section 9 of the Aer, Repon and Order, 10 FCC Red 13512, 13558-59 (l~)
(adopting gross revenues less camer charges for recovering regulatory fees),

011 See supra section III.A.2; Senate Repon at 19-20; House Repon at 72; see also 47 U,S.C §§ 153(30),
251(b)(2),251(e)(2).

012 See Numbering Plan Order, 11 FCC Red at 2627.

OIJ See Interconnection NPRM at 1 252.
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216. We remativeiy conclude the. IJIlIDber portability cOstS of facilities shared by
all carriers fall into tIRe. subcategories: (a) non-recnrring costs. including the
development and impjeweDtalion of the hardware aDd. software for the database~ (b)
recurring (mombly or annually) costs. such as the maintenance. operation. security,
administration. and physical propcny associated with the darabase: and (c) costs for
uploading, downJoading, a:nd querying number portability dalabase information. We seek
comment on this temative conclusion aDd ask whether there are other types of costs
associated with the facilities that will be shared by all carriers.

217. We seek. comment on wbctber the first two subcategories. non-recurring
and recurring costS. should be recovered dlrough montbly charges to the individual
carriers using the daaabaR. allocaled in proportion to each carrier's gross
telecommunications revenues net of payments to other carriers. or from all carriers
operating in areas where munber portability is offered. We note that non-recurring
charges could be recovered in a one-time payment or over time.

218. We bet.ieve that tbere.~ at least two IJJIeIiDds for recovering the third
subcategory of sbared costs. ~, the costs of uploading, downloading, or querying the
database. First. tbese costs could be recovered through usage charges assessed on mose
carriers that either access me database to upload number portability routing information.
download such information. or directly query the database. Those carriers. including
IXes, could then eitbel' recover such costs from their own customer base, or choose not
to recover such costs.

219. SecoDd~ the upload. download. and/or per-query costs could be folded into
the monthly charges assessed on the carriers using the databases. which would be
allocated in proponion to each carrier's gross telecommunications revenues. We believe
this approach is most appropriate in those instances where it is not practical to determine
the cost causer of the usage costs. ~, per-query costs. UDder current database
approaches. there is 00 direct correlation between the number of queries made and the
number of telephooc IDIIDbers tbat have been forwardai because queries will be
performed on aU calls to a particular switch once any single munber has been uansferred
from that switch. We invite commenting panies to provide credible. substantiated
estimates of the amount of the usage costs. including upload. download. and per-query
costs. [0 the extent applicable. and whether such costs will be incurred. on a per-minute.
per-call. or other basis. We also seek commem on these and alternative methods for
recovering per-qucry costs. Parties are asked to Stale with specificity the advantages and
disadvantages of each.

220. In accordance with the 1996 Act, the costs of number ponability are to be
recovered from all telecommunications carriers on a competitively neutral basis. We
seek comment on what steps we need to take to ensure that this requirement is satisfied
for aU shared industry costs. For instance, we seek comment on whemer it is necessary
for the Commission to establish a mechanism to ensure that the LNPA(s) recovers its

112



costs in a cOIIiJditively" neutral fashion. We- aJso seek C()IDIDC!Dt on what meclymism(s),
~, federal tariffs. periodic reports. etc., sboaId be urilind to ensure compliance with
tbe statmory requUemtii4 and under wbat autbority tile Commission can impose such
obligations. We DOle tbat section 251(e)(l) requ.ires the Commission to create or
designate ODe or~ impartial eDIities to adrnjnjsrer rdecomnn1nications munbering, and
provides die Commission with exclusive' jurisdiction O\ler the NANP. and section
251(e)(2) gives the Commission the authority to establish rules by which carriers must
bear the costs of telecommunications numbering admirrisrration and munber ponability. 614
We seek: COIlllDeDt on the relevance of these provisions to the Commiaion's authority to
impose obligatioDs on the LNPA(s).

b. Direct CarrieI'-8pedf1c Colis to Implement Number
PortabiHty

221. Carrier-specific costs directly related to number portability include. for
example, the costs of purchasing the switch software necessary to implement a long-term
number portability solution. TIlere are at least two ways of allocating these carrier
specific costs. Fim. ~ could require individual carriers" to bear their own costS of
deploying number portability in their netWorlcs. Second, we could require all carriers in
a given region to pool their number portability costs. which then would be spread across
ail carriers providing and using number portability based on some allocator. such as gross
telecommunications revenues or number of subscriber lines. We seek comment on
whether this proposal comports with the standard set forth in section 251(e)(2). and
whether there exist alternatIve ways of allocating this type of cost among the relevant
carriers.

222. We seek comment on whether we can and should mandate a mechanism by
which incumbent LEes or others then may recover these costs, from either end users or
other carriers (such as other local exchange service providers. CMRS providers, !XCs.
and resellers), and ask that parties identify the jurisdictional basis for such authority.

223. If the Commission were to permit cOSlS to be recovered from consumers.
there are at least two options. One option would be to allow carriers the flexibility to
recover their number ponability-specific costS from their customers in whatever manner
the carrier chooses. A second option would be to require carriers to recover their
number portability-specific costS through a number ponability charge assessed on their
end user customers located in areas wbere tIIIUlber portability is available. We seek:
comment on the advantages and disadvantages of these proposals and any alternative
mechanisms for recovering these costs from consumers. Panies favoring a specific
option should comment on whether their preferred approach is consistent with principles
of competitive neutrality.

M4 See 47 U.S.c. § 251(e)(1), (2).
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224. We DOte tbat. several additioDal issues are raised if the carrier-specific.
number portability-specific costs are to be passed on [0 CODSUlDl:l'S. The:n:fore. we seeS:
comment on wbetber. under any cost recovery mechanism, the cost to consumers sboWd.:
( 1) vary among carriers in a given geographic region; (2) remain CODSWll among all
carriers in a given geographic region; or (3) vary among differeDt geographic regions.
~, states or LATAs (wbile remaining constaDt witbin tbat region.. i.e., stare or LATA).
For each of these approaches, we ask wbether the costs to COJ1SlJmer5 should be permitted
to change. for example. on a moDtbly or aug.Jal basis. We also seek comment on
whether carriers should charge their customers a single. one-time charge. a monthly fee.
or some percemage of the customer's monthly bill, to recover their carrier-specific
number ponability-specific costs. To the extent this Commjssion permits carriers to
recover their costs tbrough use of a oumber portability charge. we seek comment on
whether such a charge should be specifically identified on consumer" bills from those
carriers as a separate line item. We seek comment on whether any such charge should be
tiled as a tariff at either the federal or stare leveL

225. Finally, we seek commenr on wbedJa' carriers sboWd be permitted to
recover carrier-specific, number portability-specific costs from odler carriers. through
increases in charges for regulated services. Parties that advocate increases in charges for
regulated services are asked to specify which charges should be increased and under what
jurisdictional authority the Commission can prescribe such increases.

c. Indirect Carrier-Specific Costs to Implement Number
Portability

226. We tentatively conclude that carrier-specific costs not directly related to
number portability should be borne by individual carriers as network upgrades. As such.
carrier-specific costs not directly related to number portability are not SUbject to the
requirements set fonh in section 251. We seek commem on this tentative conclusion and
on aiternative methods for recovering this type of cost.

2.27. Carrier-specific costs tbat are not din:ctly related to the provision of
number portability include, for example, the costs of upgrading SS7 capabilities or adding
intelligent network (IN) or advanced intelligent network (AIN) capabilities. These costs
are associated with the provision of a wide variety of services unrelated to the provision
of number portability"such as CLASS feaDJl'eS. Provision of these services will facilitare
the ability of incumbem carriers to compere with the offerings of new entranlS.

228. Incumbem LECs, as well as new entrants, will be required to incur these
costs to suppon the provision of number portability and other services. While some
incumbent LECs may have to upgrade existing networks and infrasUUCtuTe. new entrants
will need to design their networks from the outset to include these capabilities. Many
incumbent LEes, though, may already have the necessary network capabilities to suppon
the provision of 10ng-tenn number ponability, thus minimizing the need to incur upgrade
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costs. By limiting the deployment of long-term portability to those geographic areas
wbere carriers are already offering. or are likely to offer. competing telephone exchange
and exchange access services. we limit these expenditures and their recovery to areas
where the incumbent carriers would. solely for competitive reasons. likely upgrade their
netWorks. We note that this approach is also consistent with that taken in implementing
800 number portability. where LEes recovered the core costs of deploying SS7
capabilities as network upgrades from all end users. 615

229. We seek comment on whether we should specify a particular recovery
mechanism for carrier-specific costs not directly related to number portability, and on
alternative methods of recovering such costs from consumers or other carriers. In
addition. we believe that due to the inevitable implementation of switch and other
network upgrades to suppon long-term number portability and other AlN capabilities,
networks will operate with greater efficiencies, resulting in increased productivity. We
seek comment on wbether such future network design modifications should be considered.
in determining the extent to which carriers may recover carrier specific, non-number
portability-specific cosm. and if so, how they should be- considered.

d. Price Cap Treatment

230. If this Commission were to specify a panicular method of cost recovery
from end users. such requirement would include companies that are subject to price cap
treattnent. Price cap regulation may affect carriers' ability to recover their costs under
the methods described above, or other possible methods. because it restricts the flexibility
with which price cap carriers may price various services. We tentatively conclude that
price cap carriers should be pennitted to treat as an exogenous cost any carrier-specific.
number portability-specific costs they incur, but that such carriers should not be permitted
to treat as an exogenous cost any carrier-specific, non-number portability-specific costs.
These conclusions are consistent with our 800 Access proceeding where costs specific to
800 access were accorded exogenous cost treatment. while core SS7 costs were treated as
general network upgradcs.1J16 We. therefore. seek cmmnent specifically on how price cap
companies should be permitted to recover costs for facilities shared by all carriers:
carrier-specific. number portability-specific costs: and carrier-specific. non-number
portability-specific costs. In panicular, we seek comment on whether price cap
companies should be permitted to treat exogenously any of the above number portability·,
specific cost categories'. We also seek comment on whether these costs, alternatively.
should be piaced in a new price cap basket or an existing basket. If panies recommend
that such costs are to be placed in an existing basket. we ask panies to identify which
basket would be most appropriate.

6IS See, e,g., Provision of Access for 800 service, Repon and Order. 4 FCC Red 2824. 2832 (1989) ..
modified on recon., 6 FCC Red 5421,5429 (1991),

616 See Provision of Access for 800 service, Second Report and Order. 8 FCC Red 907, 911 (1993).
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B. PrveefI"ral MaUen

1. Ex Parte

231. This is a non-resaicted notice and commem I11lemaking. Ex pane
preseIWltioDS are permitted. except during the SUMhine period, proVided they are
disclosed as provided in the Commission's rules. 617

232. As required by section 603 of the Regulatory Flexibility Act.
S U.S.C. § 601 et seq. (1981), the Commission bas prepared an Initial Regulatory
Flexibility Analysis (IRFA) of the expected impact on small entities resulting from the
policies and proposals set fonh in this Funbcr Notice. The IRFA is contained in
Appendix C to this Notice. The Secretary sball cause a copy of this Notice. including the
IRFA. to be sent to the Chief Coumel for Adv()QU:y of the Small Business Administration
In accordance with section 603(a) of the Regulatory Flexibility Act.

3. ~otice and Comment Provision

233. Pursuant to applicable procedures set forth in sections 1.415 and 1.419 of
the Commission's Rules. 47 C.F.R. §§ 1.415 and 1.419. imerested panies may fIle
comments on this Funher Notice of Proposed Rulemaking (FNPRM) on or before August
16. 1996, and reply comments on or before September 16. 1996. To me formally in chis
proceeding, parties must file an original and twelve copies of all comments. reply
comments, and supponing comments. Panies wanting each Commissioner to receive a
personal copy of their comments must fIle an original plus sixteen copies. Comments and
reply comments should be sent to the Office of the Secretary, Federal Communications
Commissio~ 1919 M Street. N.W., Room 222. Washington. D.C. 20554. In addition.
panies shoukl file twO Caples of any sucil p)eadi'ags with the Competitive Pricmg
Division. Common Carrier Bureau. Room 518. 1919 M Street. N.W., Washington. D.C.
20554. Parties should also me one copy of any documents filed in this docket with the
Commission's copy conuactor, International Transcription Services, Inc. (ITS. Inc.).
2100 M Street, N.W., Suite 140, W8$hjDgto~ D.C. 20037 (202/857-3800). Comments
and reply conunents will be available for public inspection during regular business hours
In the FCC Reference Center, Room 239, 1919 M Street. N.W .• Washington, D.C.,
20554.

234. In order to facilitate review of comments and reply comments. both by
panies and by Commission staff. we require that comments be no longer than forty (40)

on See generally 47 C.F.R. §§ 1.1202, 1.1203, Ll206(a).
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pages and reply comments be no longer man twenty five (25) pages. Empirical economic
smdies. copies of releY8Dt stale oIders. aDd proposed nIle text will DOt be counted against
these page limits. Specific nIle proposals should be filed as an appendix to a party's
comments or reply comments. Such appendices may include only proposed text for rules
that would implement proposals set forth in the panies' comments and reply comments in
this proceeding, and may not include any comments or arguments. Proposed rules should
be provided in the format used for mles in the Code of Federal Regulations and should
otherwise conform to the COIllllleDt Filing Procedures set fonh in this order. Comments
and reply comments must include a shan and concise summary of the substantive
arguments raised in the plead ing. 611 CoIDIDeDts and reply comments also must clearly
identify the specific ponion of this Further Notice of Proposed Rulemaking to which a
panicular comment or set of comments is responsive. Panies will not be permitted to
tile more than a total of ten (10) pages of ex pane submissions. excluding cover letters.
except in response to direct requests from Commission staff. This would not include
wrinen ex pane filings made solely to disclose an oral ex parte contact. Ex pane filings
in excess of this limit will not be considered as pan of the record in this proceeding.

235. Panies also are asked to submit comments and reply comments on diskene.
Such diskette submissions would be in addition to and not a substitute for the format
filing requirements addressed above. Panies submining diskenes should submit them [0

Wanda M. Harris. Competitive Pricing Division of the Common Carrier Bureau. 1919 M
Street. N.W.. Room 518. Washington. D.C.. 20554. Such a submission should be on a
3:5 inch diskette fonnaned in an mM compatible form using MS DOS 5.0 and
WordPerfect 5.1 software. The diskette should be submined in "read only" mode. The
diskette should be clearly labelled with the party's name. proceeding, type of pleading
(comment or reply comments) and date of submission. The diskette should be
accompanied by a cover letter.

v. ORDERING CLAUSES

236. Accordingly, IT IS ORDERED that. pursuant to the authority contained in
sections 1. 4(i), 40). 201-205. 218. 251. and 332 of the Communications Act as
amended. 47 U.S.C. §§ 151. 154(i). 154(j), 201-205. 218. 251 and 332. Pan 20 of the
Commission's mles. 47 C.F.R. § 20. is AMENDED. and Pan 52 of the Commission's
rules. 47 C.P.R. § 52. is ADDED as set forth in Appendix B hereto.

~I. Comments and reply comments also must comply with section 1.49 and all other applicable sections of
the Commission's Rules. See 47 C.F.R. § 1.49. However, we require here that a summary be included with
all comments and reply comments. regardless of length. The summary may be paginated separately from the
rest of the pleading ~, as "j, ii"). See 47 C.F.R. § 1.49.
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237. IT IS FUR1HER ORDERED that the policies. rules. and requirements set'
folth herein ARE ADOPt ED. effective 30 days after publication of this Order in the
Feder.Il Register. except for collections of infoIDJaIion subject to approvai by the Office
of Management and Budget (OMB), which are effective 150 days following publication in
the Federal Register.

238. IT IS FURTHER. ORDERED that, pursuant to the authority contained in
sections 1. 4(i), 4(j), 201-205, 218, 251. and 332 of the Communications Act as
amended, 47 U.S.C. §§ 151. 154(i), 1540), 201-205. 218. 251. and 332. a FURTIIER.
NOTICE OF PROPOSED RULEMAKING IS HEREBY ADOPTED.

239. IT IS FURTIIER ORDERED that BellSouth's Motion to Accept Late Filed
Comments IS GRANTED.

240. IT IS FURTHER ORDERED that authority is delegated to me Chief.
Common Carrier Bureau. as set forth Yl[l.in" 78. 79. 85. 97. and to the Chief.
Wireless Telecommunications Bureau. as set forth mm in " 166. 167.

FEDERAL COMMUNICATIONS COMMISSION

William F. Caton
Acting Secretary
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